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Letter to Shareholders 


R. P. Mills 


To the Shareholders 


Progress this year, while not spectacular, has been steady and continuous. Production 
of ferrite powder started in October, markets are being developed and the project should 
begin to show substantial profits this year. An agreement was reached with Canadian Petro- 
fina Limited on a joint venture to produce iron powder and the first phase of this program 
has been completed. More than 300 inquiries were received on the Jones Wet Magnetic 
Separator as a result of the manufacturing and sales agreement with Stearns-Roger Cor- 
poration. A number of test programs on various ores were successfully completed and 
several orders for separators are in hand and a number of others are pending. 

The outlook for the coming year is most encouraging. 


Ferrox Iron Ltd. 


Production of superconcentrates of iron oxide at the plant of your subsidiary, Ferrox 
Iron Ltd. was started early in the year. Ferrox received a total of $26,293 from the sale of 
superconcentrates. It was then decided to discontinue the sale of superconcentrates and to 
use this material for the production of ferrite powder and for the pilot plant for producing 
iron powder. 


Additional equipment, including calcine furnace, grinding units and other machinery 
was installed and the first production of ferrite powder was obtained in October. A large 
and profitable market for this material is available both in the United States and in Europe. 
Samples have been submitted to consumers on a world-wide basis, a number of small orders 
have been received from companies in the United States, as well as from England, Germany 
and Italy. In most cases, after trial, the product has been acceptable and some larger orders 
are now being booked. 


Our main effort will now be devoted to market penetration of this product and to 
accumulate sufficient orders and customers to warrant the construction of a plant with a 
capacity of from six to ten tons per day of ferrite powder and ferrite products. 


Canadian Petrofina Limited 


An agreement was concluded with Canadian Petrofina Limited for a joint undertaking 
for a pilot plant operation to prove out the process for producing iron powder from super- 
concentrates being manufactured by our subsidiary, Ferrox Iron Ltd., at Prescott, Ontario. 
Under the terms of the agreement Canadian Petrofina will advance up to $75,000 for the 
pilot plant and test work to produce and evaluate the iron powder and the necessary 
investigation and engineering for a plant to produce 50 tons per day of iron powder. 

The first stage is practically completed and engineering studies are now being started 
on the design and cost of a plant to be located at the Canadian Petrofina refinery in Montreal 
East where a source of hydrogen, to be supplied by Petrofina, is available. 

If we go ahead with the construction of a plant with a capacity of 50 tons per day, 
Petrofina will supply 51% of the financing and Cons. Quebec Smelting & Refining 49%, 
and each company will be entitled to maintain their percentage interest in the venture. 


Income 


The income received by your company during the year came from advance royalties 
from Stearns-Roger Corporation for the Jones Wet Magnetic Separator, and from a number 
of test programs to evaluate the use of the Jones Separator on bauxite, on iron ores and a 
number of other products. 

A total of $470,412 has been spent on the facilities of Ferrox Iron Ltd. at Prescott, 
Ontario, of which $202,617 represents land, buildings, machinery and equipment and 
$267,805 on research and development, including administrative expenses. Of this amount 
$224,247 has come from Government grants, of which $78,459 was for buildings, machinery 
and equipment and $145,787 for research and development. The balance of the funds has 
been provided through your company. 


Capitalization 


The capitalization of your company now consists of 2,500,000 shares of a par value of 
$5.00 each, of which 1,190,200 are issued and outstanding, leaving 1,309,800 in the treasury 
available for financing and future expansion. 

Your Directors have recently authorized an issue of $500,000 of 7% Convertible Deben- 
tures. These are convertible at $1.00 per share on or before February 1, 1968, at $1.50 per 
share in 1969, $2.00 per share in 1970 and advances to $2.50 per share by February 1, 1971. 
To date $100,000 of the Debentures have been issued at par. Your company has adequate 
funds on hand for its present requirements. 


Mining Properties 


The company’s mining properties consist of 5O claims in McKenzie and Roy townships, 
Chibougamau, the base metal properties in New Brunswick which adjoin those of Brunswick 
Mining and Smelting and claims in Frotet Lake in Quebec. A test and research program, 
using the Jones Wet Magnetic Separator is planned on the phosphate mines near 
Buckingham, Quebec, to upgrade these ores. These include the High Rock, Cap Rock, 
Little Union and Big Union phosphate properties. 

Your Directors wish to express their sincere appreciation to Dr. J. H. Morgan, your 
Vice-President, Mr. W. J. D. Stone, Managing Director of Ferrox Iron and Ferro- 
Magnetics, to Mr. P. D. R. Maltby, Manager of the Ferrox plant at Prescott and to the 
staff for their loyal service throughout the year. 


Annual Meeting 


Your Directors submit for your consideration the Balance Sheet as at December 31, 
1965, together with Statement of Development Expenditures, Administrative Expenditures 
and related statements as examined by Price Waterhouse & Co., Auditors for the company. 
In addition, there is included Balance Sheet of Ferrox Iron Ltd. and Ferro-Magnetics Ltd. 
as at December 31, 1965, together with Statement of Development and Administrative 
Expenditures and of Research Expenditures to December 31, 1965. 

Annual Meeting of Shareholders will be held at the Windsor Hotel, Montreal, Quebec, 
on the 6th day of May, 1966. Notice of the Meeting and Proxy form in case you cannot 
attend in person are included with the report. 

Respectfully submitted on behalf of the Board of Directors, 


Montreal, Quebec. President. 
April 4, 1966. 


CONS. QUEBEC SMELTING & REFINING LTD. Statement 1. 


(NO PERSONAL LIABILITY) 


(Formerly. Quebec Smelting & Refining Limited (No Personal Liability) 
Incorporated under the Quebec Mining Companies Act on November 26, 1947) 


BALANCE SHEET—DECEMBER 31, 1965 


ASSETS 
CURRENT ASSETS: 
Cash on: hand).and in. banks) irs assavaiesetuelog eRe eeeeretete iets tet tee re ee eek eR eRe ore ene ae Aen reer Ie Pe eTocs Line cone $ 9,304.93 
A CEOUNES FECEIVADIS Sco) cteicayay + cainysye: 8. ove wis WIE Tay MONETTE ROS ee em ee Le ee Tt UTR rete Ear eC ree Te eT eS Se 497.19 
Investments in listed mining shares 
@Noteniand!SchedulesA—quotedimarket wale $49°286100)ercey preter rarer Tce aera Tenner ena rence 67,535.44 


$ 77,337.56 
INVESTMENTS IN SHARES OF UNLISTED MINING COMPANIES 
(Note 1 and Schedule B) sie oe v0.0 2.5 sae oosvevinnie akoya ar alovoleree lero aieae eta on ei Ie Reet ele Ee CE RTI Se Cee nee 112,018.46 
INVESTMENT IN AND ADVANCES TO FERROX IRON LTD. (N.P.L.), 
a subsidiary company: 


Investment: in! 275,000 shares sat COSt: iia ccc arene: creo ted eaten chet rock chor ae ETI TOT ITI rT TET ITE OTT er eee eee $ 137,500.00 
yee) se. eco ee Ra Cr MEER TOI Seto SiO oe cio RIGO AO UO Obiid- ami tle SUMED a ecko ema adie Oa Sem omenica Niamh ban Da aeaaoes 73,369.26 210,869.26 
ADVANCES ‘TO, RELA TED’COMPA NIES.. acco mareen etch ere Sette CEE EEO ORC Eee Otero 12,500.00 
MORTGAGE RECEIVABLE, less instalments due within one year...... Bay SHSM SUL SCs SU TURN OT Sa RAT SuIP AS CREM cto aTTe oe albu T Sn rie esse aucaise ras oaiothe ee 22,519.49 
MINING CLAIMS UNDER DEVELOPMENT LICENCES, MINING LICENCES, 
OR’ PROSPECTOR’S LICENCES (Notes andi2) Geraci eee eee en Cee eee eee nee nE re tae ae eae 58,419.33 
OPTION ON MINING RIGHTS, 
Portland West fownship phosphateipropertiess (Note:3) haere ence eon r Cree enecr eee Ene Gor ene eoee eae 46,591.87 105,011.20 
FIXED ASSETS, at cost: 
Machinery and equipment; craisicieieitis cies scans eee erat Oar ne SOR ELEM eRe CIE EOE eee ieee er eee 11,474.96 
Less Accumulated: depreciation ss jaivisia ic ecesei sisierscerayeberaetenea eee ioe eee eee eee eens eee 956538232) 1,821.64 
INVESTMENT INJONES WET MAGNETIC SERA RATORER DE Cette eee ee oe E ECD LEER Eon Coe eee eee 6,222.07 
DEFERRED EXPENDITURES: 
Development (Statement ID) yore shate6 syed stevare,trciteitte ex seaten ner ter ote rete ae Retete Reker mere EONS OTT Se tee ere eanioe $ 409,515.45 
Administrative: (Statement PIL) 52:5 as. sic',s acne vovete tole aeeoreteserc RENO ONG CT NORKG TR ATR Te Tan eS eeT so en oe 141,736.09 551,251.54 
ORGANIZATION, EXIPENSES | 5 005515, 5o 5 ce tests sree erste 0s roe PEC TREATS eae Retro TaKe FEU STGTERSIrACSTOC HCPCS Feat N Toto reno ENT Pe sTee cle cei ie ree vctev PST 4,722.90 


$ 1,104,274.12 


CURRENT LIABILITIES: 


694 Demand loam (Secured) Fax. s: svs.s xo rerd ered ele Mone nerev eer emove Loner eee PARIS eT ee Eee nce ERT A OMS elites etal csictet cui eee eee $ 35,000.00 
Accounts: payable ‘and acerved liabilities;sjs1c . Aer. Goceretn tories Sea eee ee nee erica meee en meee ian he one wees 567.90 $ 35,567.90 
Advances fromrelated:companies's,; « wcissinaucteote sen toone Pee eee ae ine eer oe eine Sire Cee tone Orian ernie: Sra ae ae, 14,500.00 
CAPITAL: 
Capital stock (Notes 4 and 5)— 
Authorized— 
2;500,000 Shares ‘of $5. par‘ values is wscaerrc eet Ne ae ieee rotors OTE ere eee SPS Ieee eT TS Tee See one $12,500,000.00 
Issued and fully paid— 
Shares (Discount) Net 
FORA CASI sconeroa whet enanisserers nue ional snanave ASUS te CRORE RET Move OR ate Merete tokeitevevers oicereteraretor Nc nem rare 890, 200 ($ 3,128,742.55) $01, 8225257645 
onnetassets ofipredecessom corporation meee ener tenner & 300,000 (750,000.00) 750,000.00 
1,190,200 ($ 3,878,742.55) 2,072,257.45 


Deduct: Cost of mining claims and options abandoned, write-offs and net losses realized on disposal of investments and other assets 
(Statement TV) sisters crs six a oiein cri otewcrsaye reuetedter eve eysyeue cues acie Rea eeu eter eneen TUE esac oa eT ee nero crane eae 1,018,051.23 1,054,206.22 


SIGNED ON BEHALF OF THE BOARD: 
R. P. MILLS, Director. 
J. O. SABOURIN, Director. 
$ 1,104,274.12 


NOTES TO FINANCIAL STATEMENTS—DECEMBER 31, 1965 


1. The investments in shares of mining companies and the mining rights are valued at cost, except in the case of the shares and mining rights acquired from Quebec Smelting & 
Refining Corporation in 1948 and where shares were received in consideration of sales of mining rights, which are at valuations determined by the Board of Directors. 


The amount at which the mining rights are recorded does not, and does not purport to, represent their present or future value. 


3. The mining rights under option may be acquired by the issue to the vendors of 75,000 shares of a company having an authorized capital of 3,000,000 shares if such is formed 
to acquire and develop them. 


On April 8, 1965, 389 shares of capital stock were sold for $97.25 cash. 


5. The Company was granted supplementary letters patent on May 3, 1965 whereunder: 
(i) The shares of the company were consolidated into 1,200,000 shares of the par value of $5. 
(ii) The capital of the company was increased by the creation of 1,300,000 additional shares of the par value of $5. 
6. Pursuant to a resolution of the Board of Directors on February 10, 1966, $500,000 in aggregate principal amount of 7% convertible debentures were created. The debentures are 
dated February 1, 1966, are redeemable at any time after February 1, 1968, and mature on February 1, 1971. They constitute a first floating charge to and in favour of the Trustee 


on the undertaking of the Company, its property and assets. The debentures are convertible at the option of the holder into fully paid and non-assessable common shares of the 
Company at the following rates for each $100 principal amount: 


1. On or before February 1, 1968 —100 Common shares 
2. February 2, 1968-+to February 1, 1969—6624 Common shares 
3. February 2, 1969 to February 1, 1970—50 Common shares 
4. February 2, 1970 to February 1, 1971—40 Common shares 
On February 10, 1966, $100,000 of the debentures were issued at par. 


7. The Company is the guarantor of a $41,625 mortgage loan made to Ferrox Iron Ltd. (No Personal Liability), a subsidiary company. 


AUDITORS’ REPORT 
To the Shareholders of 
CONS. QUEBEC SMELTING & REFINING LTD. 
(No Personal Liability): 


We have examined the balance sheet of Cons. Quebec Smelting & Refining Ltd. (No Personal Liability) as at December 31, 1965 and have obtained all the information 
and explanations we have required. Our examination included a general review of the accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the books of the company, the accompanying balance 
sheet of Cons. Quebec Smelting & Refining Ltd. (No Personal Liability), is properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company 
as at December 31, 1965 and of its operations for the year ended on that date, in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


PRICE WATERHOUSE & CO. 
March 24, 1966. Chartered Accountants. 


CONS. QUEBEC SMELTING & REFINING LTD. 


(NO PERSONAL LIABILITY) 


DEVELOPMENT EXPENDITURES FROM DATE OF INCORPORATION (NOVEMBER 26, 1947) TO DECEMBER 31, 1965 


BY AREAS 
Expenditures 
for the year Costs 
Balance at ended applicable to Balance at 
December 31, December 31, mining claims December 31, 
1964 1965 abandoned 1965 
Current groups: 
McKenzie, Lesperance 
and Roy Townships... $123,594.20 $2,145.30 $35,490.00 $ 90,249.50 
New Brunswick........ 178,192.69 1,119.50 — 179,312.19 
New usher township 
See -epSts eis Sys Shores 386.75 880.00 — 1,266.75 
“eat in prospect- 
INS VeNtUneS jesrerece 4,268.90 _ _ 4,268.90 
Phosphate properties 
Portland West 
TOWNSHIP hese ciel 120,646.06 896.21 _ 121,542.27 
Urban Township....... 3,741.30 850.45 — 4,591.75 
Miscellaneous-prospect- 
TED OO Ese as) of epersvavere srare, sie 3,119.36 835.73 — 3,955.09 
433,949.26 $6,727.19 $35,490.00 $405,186.45 
Depreciation of building 
and equipment-un- 
allocated ’.iv Vs. chiens aro 4,215.84 113.16 — 4,329.00 
Total per balance sheet— 
Statementiherreeee nae $438,165.10 $35,490.00 $409,515.45 


$6,840.35 


Statement III 


ADMINISTRATIVE EXPENDITURES 
FROM DATE OF INCORPORATION (NOVEMBER 26, 1947) TO DECEMBER 31, 1965 


Expenditures 
for the year 
Balance at ended Balance at 
December 31, December 31, December 31, 
1964 1965 1965 
PAG OX DISUIIS pn loeceaes aga ates opsvara) es etarer says cone $ 3,888.61 $ 348.08 $ 4,236.69 
Gostiof share certificates... .. sama 3,209.14 404.96 3,614.10 
Depreciation of office furniture........ 7,069.18 418.98 7,488.16 
Wegalvandauditifees\. «a... oc<.e sete ee 15,1473 837.75 15,984.88 
Listing and stock exchange fees........ B35278e2) 410.10 3,688.35 
Management services—geological, 
engineering and administrative...... 69 ,000.00 3,600.00 72,600.00 
Miscellaneous office expenses......... 9,990.22 2,917.42 12,907.64 
OMGenrentianre eeracrs ete eee eae orayere ene 9,906.21 _— 9,906.21 
Officeisalaritestc som cote aera dece se 51,919.19 -- 51,919.19 
Printing and maps-).. rye sercleiersteleetaie 10,596.98 437.78 11,034.76 
Publicity and shareholders information. 5,047.90 4,568.11 9,616.01 
Securities registration fees and expenses. 3,275.34 -— 3,275.34 
Stationery, postage and office supplies. . 5, 683,65 931.98 6,615.63 
DPaxes, fees and licences sien sci vce 3,496.38 104.93 3,601.31 
Telephone and telegrams............. 6,186.88 72.85 6,259.73 
Transfer agent's fees ci. facies ss crevessserens 25,021.68 5,981.62 31,003.30 
DE AV GLUING aia /onaectarsieve te acs) otaheve were verets aire 4,019.20 298.18 4,317.38 
Workmen’s compensation insurance.... Le oeoT, — 1,773.97 
Interest and dividends received........ (4,662.78) (1,395.12) (6,057.90) 


$233,847.13 $ 19,937.62 $253,784.75 


Less: 


Cost applicable to mining claims 
abandone: 
Excess of revenue over expenditure 
from Jones Wet Magnetic Separator 
Operations (including 1964 balance 
OE: GS:999 SOE Serle tele terees sgatovass susan _ 


Glico decdusansnmontocon $ 76,254.86 $ 13,798.40 $ 90,053.26 


21,995.40 21,995.40 


$ 76,254.86 $ 35,793.80 $112,048.66 


Total per balance sheet— 


Statement Ura ciaet ete srr $157,592.27 $(15,856.18) $141,736.09 


Expenditures 
for the year 
Balance at ended 
December 31, December 31, 
1964 1965 
ASSAYS. \ods5.ciccansvate'g lls cava ievs eraileisie are oie $ 9,539.59 $ 9.50 
Comimissary.crmeieacicie ocinreuvotere sins 34,377.99 _ 
Depreciation of buildings and equip- 

MEN es. Hosen ce awe eee 42,866.59 113.16 
Diamond drilling aeacecwe eae 296,360.64 _ 
Engineering sc.mseelrsrei sieeterietee 10,712.93 4,200.00 
Equipment and maintenance........ 11,193.97 _ 
Geological and engineering salaries. . 3,639.73 _ 
Geophysical and land surveys....... 54,805.37 _— 
Insurances... sence ei re rere ie 8,963.35 191.00 
Miscellaneouss...2,c2. oom eo ee 10,703.90 494.27 
Participation in prospecting ventures. 4,268.90 _ 
PLOSPECHIN Es era cant ebe ee eee 10,011.35 _ 
Salariestand wageseadem seu aeeneie 166,365.69 — 
Supplies ssayeuiouncd nent e ieee eareran 29,077.17 (263.91) 
Taxes, fees and! licenses.........-..- 47,293.06 1,384.93 
Transportation. ee ee eee 35;,755-33 262.72 
Unemployment insurance........... 1,710.36 _ 
Workmen’s compensation insurance. . 11,164.53 448 .68 

$790,810.45 $6,840.35 
Development expenditures on mining 
claims and options abandoned.... (352,645.35) (35,490.00) 


Total per balance sheet—Statement I. 


From 
incorporation For the 
to year ended 
December 31, December 31, 
1964 1965 
Net loss (profit) on disposal of invest- 
ments in shares of mining companies.. $285,204.26 $(6,131.76) 
Write-down of investments 
(Senvil Mines Limited)... ...0..-.. 22,933.08 _ 
Profit on disposals of fixed assets...... (16,031.04) _— 
Cost of mining claims and options 
abandoned— 
Mining ClainiS oc.ere wets’ aie ieeanem terete 253,721.80 166.28 
Development expenditures........ 352,645.35 35,490.00 
Administrative expenditures....... 76,254.86 13,798.40 


BY DEVELOPMENT EXPENDITURE ACCOUNTS 


$438,165.10 $(28,649.65) 


Statement II 


Balance at 
December 31, 
1965 


$ 9,549.09 
34,377.99 


42,979.75 
296, 360.64 
14,912.93 
11,193.97 


$797, 650.80 
(388, 135.35) 
$409 515.45 


STATEMENT OF COST OF MINING CLAIMS AND OPTIONS 

ABANDONED, WRITE-OFFS AND NET LOSSES REALIZED 

ON DISPOSALS OF INVESTMENTS AND OTHER ASSETS 
AS AT DECEMBER 31, 1965 


Statement IV 


From 
incorporation 
to 
December 31, 
1965 


$279,072.50 
22,933.08 
(16,031.04) 


253,888.08 
388,135.35 
90,053.26 


Total per balance sheet— 


Statement cae crest 


$974,728.31 


$43,322.92 $1,018.051.23 


INVESTMENTS IN LISTED SHARES 
OF MINING COMPANIES 


Schedule A 


NUMBER 
OF SHARES Book value Market value 
40,000 Baker. Dale ser cacwicecnw gar eroucnnten tearskeae $15,216.64 $ 2,800.00 
26,000 Chib-Kayrand Copper Mines......... 4,669.80 4,420.00 
73,800 Merrill Island Mining................ 47,649.00 42,066.00 
Total per balance sheet—StatementI $67,535.44 $49 , 286.00 
Schedule B 

INVESTMENTS IN UNLISTED SHARES 
OF MINING COMPANIES 

Book value 
270,000 Chiboug Copper Corporation (pooled).............. $ 13,500.00 
129,200 GIVIGREMUINGS \., i, fare cas eranerisiw' A wien es Eanes sauavadecnie ahem eeerne ere 13,665.64 
562 Gibsonu Mines icidavacecensiewrsiese oretetovdvenercle Rvs ioatensie ap sperssale 100.67 
24,188 Gibson Mines (pooled)........ Pe 483.76 
75,000 Grand Manitou Mines (ace) a ain vseterelelee a eects ara 7,500.00 
357,029 Bucky Bake: Mines\cr-stevccc « shucieeit prsgeremeenntomtateres tea 42,423.73 
256,669 Jeucky ILakes Mines (pooled) 5 ja cr sive iisieiatelecs wicca 6,863.14 
200 ,000 Packard Pershing Mines (pooled)... 0)... 00s 5 ccs ne oi 20,000.00 
100,000 Ran-bux Mines (pooled) iin cfec.s-sicis ersve rate etyersieteretcier ete 5,125.00 
4,000 Scott'Chibougamaui Miness on). ence cae cemiacioe einen 2,356.52 


Total per balance sheet—Statement I............ 


$112,018.46 


FERROX IRON LTD. 


StatementI — 
(NO PERSONAL LIABILITY) 
(Incorporated under the Quebec Mining Companies Act on January 29, 1964) 
BALANCE SHEET—DECEMBER 31, 1965 
ASSETS LIABILITIES AND CAPITAL 
CURRENT ASSETS: CURRENT LIABILITIES: 
iva ble eee ee ee 12,346.74 Banks overdraft renin cieicirairateete reatetete aac $ 4,282.53 
Crouse eto : Ge are ore 605) Deteand lonsute eee Sisen gee stare ae 7500.00 
Inventory—raw materials, at cost............. ZBI EAH Bea Sp Accounts payable... nh nene nee enone 6,252.59 
FIXED ASSETS, AT COST: be 18,035.12 
1.050.00 Advances from related companies: : 
WANG) swig eee. gs a tenerv se avis ataveleqaredayetenete nombre cacreyeusye A A Cons. Quebec Smelting & Refining Ltd. 
Jfrh biel as Chip aroeMocnoOmoatoodrOsAconoaAG 56,462.24 CNIPTE.); parenticompany.. sv. sassy $ 73,369.26 
Machinery and equipment................:5- 144,605.77 Otheryinccen as chilies + saw aeeinarete gle 6,000.00 79 , 369.26 
Rurniture:and fixtures-ce eeu -ceesisceieacie 499.71 7% Mortgage payable (secured), less instalments 
SS duetwithintonelyeants.joccenescneeemeiite cnc 37,125.00 
202,617.72 CAPITAL: 
Less: Received by grant on building, machinery Capital stock— 
and equipment (Note) oo mctrciiesiaeietesiee ote 78,459.36 124,158.36 Authorized—1,000,000 shares of $1 par value. $1,000,000.00 
DEFERRED EXPENDITURES Issued and fully paid— : 
Development (Statement II).................- 247,605.23 Shares Discount Net 
Administrative (Statement II)................ 20,199.79 HOLICASN e eleisteeleiers 200,010 $100,000.00 $100,010.00 
267. 805.02 For net fixed assets 
' baa =a and development 
Less: Received by grant (Note)............... 145,787.68 122,017.34 of ferrite process 100,000 50,000.00 50,000.00 
ORGANIZATION EXPENSES... ............ 2,820.07 300,010 $150,000.00 150,010.00 
$284,539.38 $284,539.38 


Note: The company has been awarded Government of Canada research and production grants of $299,500.00 for the period ending May 1967. Funds provided to December 31, 
1965 total $224,247.04, whereof $78,459.36 is for building, machinery and equipment and $145,787.68 for development and administrative expenditures. 


SIGNED ON BEHALF OF THE BOARD: 
R. P. MILLS, Director. 
J. O. SABOURIN, Director. 


To the Shareholders of 


FERROX IRON LTD. 
(No Personal Liability): 


AUDITORS’ REPORT 


We have examined the balance sheet of Ferrox Iron Ltd. (No Personal Liability) as at December 31, 1965 and have obtained all the information and explanations we have 
required. Our examination included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the books of the company, the accompanying balance 
sheet is properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company as at December 31, 1965 and of its operations for the year ended 
on that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


March 25, 1966. 


DEVELOPMENT AND ADMINISTRATIVE EXPENDITURE FROM 
DATE OF INCORPORATION TO DECEMBER 31, 1965 


Statement II 


Expenditures 
for the year 
Balance at ended Balance at 
December 31, December 31, December 31, 
1964 1965 1965 
DEVELOPMENT: 

Incurred by prior interests......... $ 47,318.91 _— $ 47,318.91 
Miscellanéous 42% aecciesscoste serene 2,383.40 $ 2,751.04 5,134.44 
REN 5 sic as asics staid saya carers oceneieuare 744.00 750.00 1,494.00 
Rental of equipment.............. 175/235 399.36 574.71 
Research (Schedule A)............ 46,521.84 118,690.30 165,212.14 
Salaries iaeicqecepret eye saisca- 2 ele-ole + yecetates 15,744.09 16,081.75 31,825.84 
SUD DLIES Jocsetacsetes micas Mele ee eae oe 1,840.37 15255539) 3,095.76 
Technical publications............ 1,011.40 713.42 1,724.82 
Testing and consulting fees........ 2,934.62 _ 2,934.62 
Transportation vencue se ve eee ears 196.03 19.25 215.28 
Mravelling sdeo eee earn 7,961.46 6,406.34 14, 367.80 
$126,831.47 $147,066.85 $273, 898.32 

Less: Revenue from sale of super 
concentrates:fis.60% wie cele Ravens — $ 26,293.09 $ 26,293.09 

Total per balance sheet— 

Statementh faa as wsonieiner $126,831.47 $120,773.76 $247, 605 .23 


Note: No depreciation has been recorded on fixed assets because the company is still 


in the development stage of its operations. 


ADMINISTRATIVE: 

Accounting and administrative fixed 
Service charges; <q awaemacreuiceee $ 5,400.00 $ 6,000.00 $ 11,400.00 
Gonsulting, £668. 6 icra cists 227.00 _ 227.00 
Cost of share certificates........ ae 238.85 _— 238.85 
Hospital and Pension plans........ — 975.17 975.17 
ENECHeSE ay siatara, varelerteimarcele een ae — 3,282.06 3,282.06 
Legal/and: audit fees... vccescceeece 12.00 1,487.10 1,499.10 
Miscellaneous office expenses...... 64.40 3.30 67.70 
PUblicity co. srminniacatanieinmannm oars ae 69.01 Posie 1,232.12 
Stationery, postage and office supplies 257.07 221.30 478.37 
Taxes, fees and licences. .......... 117.50 450.00 567.50 
Transfer agent's feesiiicc tice cau ce xe 104.20 | eae ee ge 231.92 
$ 6,490.03 $ 13,709.76 $ 20,199.79 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 


Schedule A 
RESEARCH EXPENDITBRES 

FROM DATE OF INCORPORATION TO DECEMBER 31, 1965 

Expenditures 

for the year 

Balance at ended Balance at 
December 31, December 31, December 31, 
1964 1965 1965 

TaSUTANCE:. c esavsisiers eles sisie cleie crevemieiey els $9692.34 °S 15331522 $ 2,023.56 
Light;sheat,/and! power sernn.sitererenyn oie 589.29 5,799.49 6,388.78 
Materials and supplies... 16,121.92 25,601.74 41,723.66 
Miscellaneouss rt ereriictetetererstoreretervale 249.77 1,544.82 1,794.59 
Rental\of equipment... ...5.0.05..00. 375.48 805.14 1,180.62 
Salaries and WageSsccsnacecccc sic wens 27,572.25 71,856.67 99,428.92 
Taxes, fees and licences. .....6..00056 — 3,493.94 3,493.94 
Mransportationy crocteeeis/s eerustey a evelees 175.89 3,249.30 3,425.19 
Ara velling sotae crauteronoreeeelorcleleaiee a 3,796.57 3,796.57 
Workmen’s compensation insurance... 744.90 1,211.41 1,956.31 
Total per Statement II........... $46,521.84 $118,690.30 $165,212.14 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS FROM DATE OF INCORPORATION 


(JANUARY 29, 1964) TO DECEMBER 31, 1965 
SOURCE: 
Issuevof capital! stock casters care rete late ests ciap sheers hcheys 
Government of Canada research and production 
Pa OU ram Cin MOCO GOO AIOE ONO Ok OTP 
Advances from related companies: 
Cons. Quebec Smelting & Refining Ltd. (N.P.L.), 


DATENE COMPANY ceric stettierele cai cromieerasiers $ 73,369.26 
OMe 5 Se Eater Gre ot evar state ave ate sfekersyororevenercvese ___ 6,000.00 
Go Mortgage Loam irercjersyerateyain|-Paraiet=leisrelel-yslsiatelerers 
Sale‘of super’ CONCENEtTALES se. cjccic cicies cies) syeisicie, a 
APPLICATION: 
PIXE /ASSCES scopes oinneielenw wis Clerc te lsfelteiaie vote olouersvererstatsiete $202,617.72 
Less: Acquired from Cons. Quebec Smelting & 
Refining Ltd. in partial consideration of 100,000 
shares Of capital stock sec. irre ciseicieie c1eieereers 2,681.09 
Deferred expenditures: 
Development aye Sais van. ots v altvvale vn ee bare ee nee $273,898.32 


Less: Acquired from Cons. Quebec Smelting & 
Refining Ltd. in partial consideration of 


100,000 shares of capital stock............. 47,318.91 

$226,579.41 

AdministratiVe cs, wae ccvcrtete crete or eretel theta ele tose ele 20,199.79 
Organization ExpenSeSisc crostarctels siete euete wie ei nne eis 


Excess of current assets over current liabilities.... 


$100,010.00 
224,247.04 


79 , 369.26 


37, 125.00 
26,293.09 


$467,044.39 


$199,936.63 


246,779.20 


2,820.07 
17,508.49 


$467,044.39 


— ~~ __FERRD-MAGNETICs LTD. 


Statement I 
: (NO PERSONAL LIABILITY) 
(incorporated under the Quebec Mining Companies Act on December 12, 1964) 
BALANCE SHEET—DECEMBER 31, 1965 
ASSETS LIABILITIES AND CAPITAL 
CURRENT ASSETS: Accounts payable and accrued liabilities........... $11,800.00 
Cashin hanku symiatetaal sershoueveiee sieve even sierolare 6. $ 487.01, 
CAPITAL: 
Accounts receivable— Capital stock— 
Cons. Quebec Smelting & Refining Ltd. (N.P.L.) $4,500.00 Authorized—40,000 common shares of $1.00 
Othe een eer ce, eee eee 3,101.56 : par value 
BE (Baers Issued and fully paid 
8,088.57 MO SHALES yee sees sa are eto toe sre eels atiootal eens $ 10.00 
ORGANIZATION EXPENSE sj omceie cence ann 1,000.00 Deficit (Statement IT) (2,721.43) (2,711.43) 


$ 9,088.57 $ 9,088.57 


SIGNED ON BEHALF OF THE BOARD: 


R. P. MILLS, Director. 
J. O. SABOURIN, Director. 


AUDITORS’ REPORT 
To the Shareholders of 


FERRO-MAGNETICS LTD. . 
(No Personal Liability): 


We have examined the balance sheet of Ferro-Magnetics Ltd. (No Personal Liability) as at December 31, 1965 and the statement of income and deficit for the year ended 
on that date and have obtained all the information and explanations we have required. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the books of the company, the accompanying balance 
sheet and statement of income and deficit are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company as at December 31, 1965 and 


the results of its operations for the year ended on that date, in accordance with generally accepted accounting principles. 


PRICE WATERHOUSE & CO. 
March 28, 1966. Chartered Accountants. 


STATEMENT OF INCOME AND DEFICIT Statement II 
FOR THE YEAR ENDED DECEMBER 31, 1965 


Sail espe ape tere aN mPa c noe Sau Ie Tear aon aire Tae STE staalts fee vedeasaras cus sd fatoha fat ohstatronsseueausde\ suey sueviecsucteile muovaaehovara relaenerauets. wrare eeteehe eleva ls cotsienta/loretteseaheteTevcusrer satel $19,250.00 
COSmOh SAlesameen een aren re erareiciere rape teratcmafarienya tere crerei a e-ofie uieiehe ayer vol oftbe) jlo a ov caltaiiafovia « “ola: chs fallejarCebinieioraive ys,'e is ep ehsioyuieychesuole ysis erwtalenayeteusta sie celsius sclera 16,500.00 
2,750.00 
SUNCEY LEVELING SeererneTCraT ore siereReietereteneta iors lara ereveteront ative ate ier sietx leap Ste ue se)a) arelisileloie olstayic 'sye've ajlota aye te: cravieleielfalequtore otePaovafo’s) eLejeliere eb leieleje ieee inieleeteNelefeVels\e (elects 3,695.58 
6,445.58 
EXPENSES: 
BEOGIMIEESt cuETCH ID DLL ULES ae arereerer net evete atone ela lele oval erelccligveren a euettile ovis) blisi{oNs (sveyic el 2]. =i//aifo,oVe\ie1 es aiis oN uile a) nln loVoxeselnjiehedetstet¥ieveya)ni/aseyalatet aie] sol elelinie,iase\oleley=\isia\eiel elselelsis $ 705.08 
Mega lites min serena arr reranenetetelecarara cara ater ret erare eisiisTesete te rasieres ohsceyslie/ «lonckeiel.elevotayexana cores ya se’ai's aN efeVenevarora 5) shel aya/ nisl stenesegeeiip ole wlera/oi.e Wei bisi6/=i 6/4! eiegess Yee 85.00 
Miscellaneous Ofice EXPENSES crore eietalele ais evelelviays erate s/oie ers otays1sYaje].a/elela/eie) vleleisieieisieiels » 9/0) ¥iolis\s 0!) sikeisls) sisi6(s\ e/o\e/elo(efalslalm/*ela)=\e]e[e\ellain/s) esi) elsisini soln 140.33 
SALARIES ERCP EASON ER ERMC aT oTT STC ePTS) er sket rice el rc cing) ore eter etn cal edie wy al.ar aac eras al a'losiereio) ley sysyeltst axe sia] s las steueeyate tas onstiautaattexars oie ieveie so eplalva isla else "a fei’syn nitapnboantena apes 7,478.53 
SEALLONERY AMG SUPP LES setertars aseavatercravencvcasineayatiovailer ayaa cats tauava eit eleisne)leuel sels siefetshara)is\e7s)'\e\es) 6.0/s/(s\alaue co epsla|ialeltbjsitone/n|(ofez simi evst vei eleswpelje evel oife!ie] «UR ce/ioDlniay eo ie 58.64 
MAKES ALCES ATIC LL CCLISES etetetereeeretenaeraten ertialec tana saint cotati: otlahe (ov syistrtaneliefeaie cfossll/evele)(eVehel oe el’ tejici \eoyeititn sie celsopel(eisvinn ore none lat, sls reste umys paulo gala date (eal gel(alnelled-ielis al eke eel 25.01 
THATS Hira a. cbWcedcen bbb s Obanlaao pond Of cslu.c lb Gn Oey: Une UacCU Den O SD Ato oO RNOMOMODCncT abc CUO UMe SOC oon O Nor Oop aaa MOO Dtr pac bo 674.42 9,167.01 


Loss for the year and deficit at December 31, 


ASG V——SrAterienn tL ree ee eran ea eae ere avis (hae CHUNG aia Wiel w sorrel hele ayreiayle oWelensises'e1aie\celoie¥e fale kefienbiero\eraile is 12) « ayy bYe)'eteyeliese (Shion «yonariekexaVials (ava/a wlatlerorevora $2,721.43 


New Rotary Type Jones Separator 


1964 saw the initiation of growth and diversification 
of the company into industrial fields related to 
mining. Further progress was made in 1965; the 
company now has four major projects going, each of 
which is discussed individually: 


This subsidiary handles magnetic equipment and 
test programs on the Jones High Intensity Wet 
Magnetic Separator. Many test programs are under- 
way. The Jones separator project is now self- 
supporting. The machine has been redesigned into a 
truly continuous rotary separator which is now 
receiving world-wide attention. 


A commercial rotary separator is now in opera- 
tion in Canada at the plant of our subsidiary, 
Ferrox Iron Ltd. 


Two pilot plants are currently in operation in 
the United States, with a third pilot plant on iron 
ore shortly to be installed there. The large project 
for Climax Molybdenum Company, a subsidiary 
of American Metal Climax, is progressing favorably. 
Stearns-Roger Corporation of Denver, Colorado, 
has exclusive manufacturing and sales rights to the 
large separators in the Americas. They are now 
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engineering a range of sizes of the new rotary type 
separators from 3 to 50 tons per hour rated capacity. 


Much ground work has been laid for the products 
of Rapid Magnetics Limited of England, for which 
Ferro-Magnetics Ltd. has exclusive North American 


sales representation, and considerable sales are 
expected this year. 


This subsidiary was formed to conduct research 
leading to production of ferrites. Ferrites are elec- 
tronic ceramics with unique magnetic properties. 
The project was initiated in 1964 with the help of 
two Federal Government grants. 


Ferrites have many uses in everyday life. The 
most common uses of hard ferrite are as permanent 
magnets in loud speakers, D.C. electric motors, 
electric switches, relays, generators, gauges, meters, 
holding devices, conveyors, etc. A familiar use is 
incorporation of magnetic ferrite in rubber for 
gaskets on refrigerator doors, etc. 


In 1965 installation of equipment was completed 
and a new process was developed for the production 
of hard ferrite. The new techniques evolved: have 


resulted in a substantial reduction of production 
costs over conventional methods. 


The plant at Prescott is now capable of producing 
two tons per day of ferrite powder. A world-wide 


sales program is currently in progress and orders 
have been received from companies in the United 
States, Italy, Germany and England. Considerable 
sales help is coming from the Federal Department 
of Trade and Commerce. 


When the current sales program for our Prescott 
plant production is completed a much larger pro- 
duction plant will be undertaken. Ferrox Iron Ltd. 
has an excellent technical team that is probably 
unique in North America and holds great potential 
for the future in both research and production. 


Iron Powder Project 


A joint venture has been undertaken with Canadian 
Petrofina Limited for production of iron powder. 
The usual high-grade iron ore concentrates for 
steel-making still contain 5% or more impurities. 
By using the Jones Separator the impurities can be 
reduced to a very low figure, resulting in an iron 
oxide of very high purity. Such iron oxide can be 
directly reduced with hydrogen to iron powder. 


Iron powder is being used in ever increasing 
tonnages for the manufacture of pressed parts, such 
as gears, valves, etc. where shapes are complex and 
difficult to manufacture by standard machining 
methods. The two main costs in iron powder pro- 
duction are: 1) raw materials; and 2) hydrogen. 


Our company has been carrying out test work on 
this project for some time. We have proved that a 
very high purity iron powder can be produced from 
our iron oxide. This is cheaper than other raw 
materials used for iron powder production. It is 
obvious that a cheap source of hydrogen is required. 
Hence, the joint venture with Canadian Petrofina 
Limited, where a source of hydrogen can be ob- 
tained in their oil refinery. 


Test lots of powder have been made and evaluated 
by an independent United States’ powder metallurgy 
test laboratory. Not only is our powder equal to the 
best that is currently marketed, but its ductility is 
over 30% greater and its tensile strength over 20% 
greater than the best iron powders now on the 
market. This means that our powder is a very 
superior product. 


The joint venture called for the following work 
phases: 


1. Proving of process and product evaluation; 


2. Engineering of 50 tons per day production 
plant; 


3. Building of 50 tons per day production plant. 


Phase 1 has been achieved and phase 2 is under 
way. The plant will be built at the Montreal refinery 
of Canadian Petrofina Limited. Such a production 
plant will have an annual product valued at 


$4,000,000. It is anticipated that we will follow the 


Montreal plant with exploitation of this develop- 
ment on a world-wide basis. 


The iron powder market is one that is rapidly 
growing and expected to triple by 1970. The im- 
portance of this development is recognized by the 
participation of a major oil company in this project. 


Steel Project 

Many processes have been developed for the direct 
reduction of iron ore. Most have failed economically 
for one main reason: the impurities in the ore prior 
to direct reduction still remain in the reduced 
product. 


Our process removes the impurities prior to 
reduction, so that the reduced product is useable. 
We have shown that iron powder can be economi- 
cally produced for melting stock for certain steel 
uses. 


A study is being made of the possibility of 
building a direct reduction plant for steel making. 
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